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Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Oliio 


We have examined the balance sheet of Fisher Foods, Inc. as of January 1, 1966, and 
the related statement of income and retained earnings for the fiscal year then ended. 
Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying balance sheet and statement of income and retained 
earnings present fairly the financial position of Fisher Foods, Inc. at January 1, 1966, 
and the results of its operations for the fiscal year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Ernst & Ernst 


Cleveland, Oliio 
February 3, 1966 








LETTER TO SHAREHOLDERS 


March 11, 1966 


The Management of your Company submits herewith the Balance Sheet as of January 1, 
1966, and the Statements of Income and Retained Earnings for the year ended 
January 1, 1966. 

For 1965, the first year of operations under the New Management, Fisher Foods, Inc. 
had sales of $119,316,357, compared with $86,166,690 for the year 1964. The operating 
loss for 1965 was $47,021 compared to the loss of $263,852 for the preceding year. 
After provision for dividends on Preferred Stock, the loss amounted to 18c per share 
of Common Stock, compared to a loss per share of 40tf the previous year adjusted to 
shares presently outstanding. Under established financial practices the sales and 
operating results for 1965 are reported on a “Pooling of Interests” basis. This means 
that included in the sales and operating results of Fisher Foods, Inc., for 1965 were 
the sales and operating results of the Fazio stores and the Casta store for the six month 
period prior to June 26, 1965, the date of merger. 

During the year we acquired one store by purchase, six large stores by merger and 
sixteen small stores were sold and two out-moded stores were closed. At the end of 
the year our Company was operating sixty-three stores compared to seventy-four 
stores at the beginning of the year. 

We have embarked on an intensive store remodeling and expansion program. During 
1965, six stores were remodeled and the remodeling of twelve stores is scheduled for 
completion in 1966. Installation of additional modern automatic processing equipment 
in our central bakery and central hot foods kitchen should be completed early in 1966. 

Competition was particularly intense this past year. A gain in over-all sales in 1965 has 
been achieved despite this competition. 

The development of manpower continues to be one of the most critical areas of the 
business. Our personnel recruitment and training must supply our Company with the 
people it needs as it grows. We are establishing training programs designed to service 
all levels of our business. 

In 1965 we were involved in a union jurisdictional problem between two bakery unions. 
This problem has been resolved. New contracts have been signed with four different 
unions that will provide at least tliree years of labor harmony. 

Our confidence for improvement in 1966 is based on the acceptance by our customers 
of the changes that are being made to provide them with better stores, better products 
and better service. We know that serving customers better is our key to success. 


Respectfully submitted, 


' 7 ^^- 

Carl Fazio & s / John Fazio , 


Carl Fazio 
Chairman of the Board 


John Fazio /) 
(^y President ^ 







FISHER FOODS, INC. 

ASSETS 

CURRENT ASSETS 

Cash _ $ 2,909,141 

Trade accounts receivable _ 769,920 

Inventories of merchandise—at lower of cost 

(first-in, first-out, or average bases) or market . 8,082,936 

Deferred taxes and prepaid items _ 667,268 

TOTAL CURRENT ASSETS _ $12,429,265 

OTHER ASSETS _ 187,004 

PROPERTY, PLANT, AND EQUIPMENT 

Land—at cost _ $ 780,976 

Buildings—at cost _ $ 4,746,379 

Fixtures and equipment—at cost - 13,402,485 

$18,148,864 

Less allowance for depreciation - 8,727,710 

$ 9,421,154 

Improvement to leased properties—at cost less 
amortization _ 735,174 10,156,328 

TOTAL PROPERTY, PLANT, AND 
EQUIPMENT-NET _ $10,937,304 


























: SHEET 


January 1, 1966 


LIABILITIES AND SHAREHOLDERS' EQUITY 


CURRENT LIABILITIES 

Notes payable to bank _ 

Trade and sundry accounts payable - 

Payrolls and amounts withheld therefrom _ 

Accrued state and local taxes _ 

Current portion of long-term debt _ 

TOTAL CURRENT LIABILITIES _ 

LONG-TERM DEBT-Note B _ 

RESERVE FOR EMPLOYEES' RETIREMENT 
BENEFITS-Note C _ 

SHAREHOLDERS' EQUITY-Note A 

Preferred Stock—$5 cumulative, without par value; 
redeemable at $105 a share: 

Authorized 27,000 shares; outstanding 26,500 

shares—at involuntary liquidation price _ $ 2,650,000 

Common Shares without par value: 

Authorized 1,500,000 shares 

Issued and outstanding 989,017 shares 


Stated capital_ 1,105,920 

Retained earnings—Note B_ 5,225,267 


LONG-TERM LEASES-Note D 


$ 161,400 

5,054,160 
652,921 
508,840 
768,257 
$ 7,145,578 

5,225,908 


2,200,900 


8,981,187 


$23,553,573 


See notes to financial statements. 





















STATEMENT OF INCOME 
and RETAINED EARNINGS 



FISCAL YEAR ENDED JANUARY 1, 1966 


Net sales_ 

Other income 


$119,316,357 

128,720 

$119,445,077 


Deductions (including depreciation of 
$1,301,568): 

Cost of merchandise sold, including ware¬ 
house expenses ____ $94,890,189 

Selling, general, and administrative expenses 24,214,060 
Interest expense ___ 362,849 


119,467,098 


LOSS BEFORE FEDERAL 

INCOME TAXES_ 

Federal income taxes_ 

NET LOSS_ 

Retained earnings at beginning of the year: 

Fisher Foods, Inc._ 

Various merged corporations—Note A _ 


Deductions: 

Charge in connection with redemption of shares 

held by merged corporations— Note A . 

Preferred dividends—$5 a share_ 

Retained earnings at end of the year_ 



$ 

22,021 

25,000 


$ 

47,021 

$ 6,516,827 

1,215,281 


7,732,108 


$ 

7,685,087 

$ 2,326,070 

133,750 


2,459,820 


$ 

5,225,267 


See notes to financial statements. 



































NOTES TO FINANCIAL STATEMENTS 


NOTE A-MERGER 

Under the terms of an agreement of merger consummated June 26, 1965, the Company 
increased its authorized Common Stock to 1,500,000 shares redesignated as Common 
Shares without par value and exchanged 705,600 Common Shares for all the out¬ 
standing stock of various corporations. This merger was accounted for as a pooling of 
interest and accordingly the financial statements include the operations of the various 
corporations for the entire fiscal year. Simultaneously 295,822 Common Shares 
previously acquired by the various corporations for $3,065,626 were redeemed at their 
cost and eliminated in the merged financial statements by reductions in Common 
Shares and retained earnings. For the fiscal year 1964 the net loss of the Company of 
$263,852, combined with the net income of the various conporations for the same year 
would have resulted in a combined after tax net income of approximately $265,000. 


NOTE B-LONG-TERM DEBT 


TOTAL 


LONG¬ 

AMOUNT 

CURRENT 

TERM 

OUTSTANDING 

PORTION 

DEBT 

5%% promissory note to insurance company— 

$200,000 due annually with balance aue 

on January 16, 1982 ...-. $3,500,000 

$ 200,000 

$3,300,000 


5&% promissory note to bank—due monthly 
in increasing amounts from $40,000 to 
$110,000 with balance of $440,000 due 


on July 1, 1968 . 

5J»% promissory note—$1,562 due monthly 

2,380,000 

518,000 

1,862,000 

to February, 1969 

57,813 

18,750 

39,063 

Other .. 

56,352 

31,507 

24,845 

TOTALS 

$5,994,165 

$ 768,257 

$5,225,908 


The promissory notes to insurance company and to bank require among other things, 
the maintenance of net working capital of not less than $4,000,000, and restricts the 
payment of cash dividends after December 31, 1961, to the sum of $1,300,000 plus 
earnings (as defined) after that date. Under the latter provision, no part of retained 
earnings at January 1, 1966, is available for cash dividends on Common Shares. 

NOTE C — EMPLOYEES' RETIREMENT BENEFITS 

The reserve for employees’ retirement benefits provides for the estimated benefits 
payable to employees on pension or eligible to retire on pension under the Company’s 
non-funded and non-contributory retirement plan. During the year the reserve was 
increased by $177,900 to the actuarially estimated amount of present value of lifetime 
benefits payable to individual annuitants without recognizing future income tax benefits 
to the Company. This amount, and $208,200 paid to pensioners dining the year, was 
charged to income. 

NOTE D-LONG-TERM LEASES 

The minimum annual rentals payable under leases expiring more than three years from 
January 1, 1966, is approximately $1,648,000. 
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